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Ldeuied Menapely Big Source 
Of Oregon Revenue” 


By JOE RICKENBACKER 
Graduate Student in Economics, University of Oregon 

When the net earnings of any business reach eight fig- 
ures, that enterprise moves into the category of “Big Busi- 
ness.” The operations of the Oregon Liquor Control Com- 
mission resulted in net earnings in excess of $10 million 
per year for the fiscal years 1946 and 1947 (see Table I). 
Since its inception, the total net earnings of the commission 
have passed the $70 million mark. The gross receipts for 
the fiscal year 1947 alone were more than $45 million. 

The Oregon Liquor Control 
Commission was created by the 
State Liquor Control Act. The pur- 
pose of this act is stated in Section 
24-102, as follows: “This act shall 
be deemed an exercise of the police 
powers of the state, for the protec- 
tion of the safety, welfare, health, 
peace, and morals of the people of 
the state; to prevent the recurrence 
of abuses associated with saloons 
or resorts for the consumption of 
alcoholic beverages; to eliminate the evils of unlicensed 
and unlawful manufacture, selling and disposing of such 
beverages and to promote temperance in the use and con- 
sumption of alcoholic beverages; and it is hereby declared 
that the subject matter of this act involves in the highest 
degree the economic, social and moral well-being and the 
safety of the state and all its people, and by reason thereof 
is a necessary subject for immediate general legislation 
operating uniformly throughout the state; and all provi- 
sions of this act shall be liberally construed for the accom- 
plishment of these purposes.” 


Particular note should be made of the fact that the Liq- 
uor Control Act is an “exercise of the police powers of the 
state.” This means that control of illicit traffic, bootlegging, 
and various moral and social problems connected with the 
liquor trade are of great concern to the Liquor Control 
Commission. 


The Oregon Liquor Control Commission consists of 
three members appointed by the governor. The Control Act 
provides for the appointment by the commission of a full- 
time administrator who acts as manager. The scope of the 
duties, functions, and powers of the commission is of such 
extent as to embrace all phases of the liquor business. 


The work of the commission is handled by various divi- 
sions and departments. There are special sections for the 
administration of licenses and revenues. The Privilege Tax 


’ (Continued on page 3) 





* This is the ninth in a series of articles on Oregon economic 
deve'opment prepared by graduate students under the direction of 
Dr. Paul W. Ellis, associate professor of economics, University of 
Oregon. 
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the Can Retail Salespeople 


Increase. Store Sales? / / 
By N. H. COMISH oy 


Professor of Busin 

One of my studies ittdieat€ that as many as 25 per cent 
of the consumers in some cities leave their home towns to 
trade partly because they believe they are served by better 
salespeople elsewhere. Another shows that from 6 to 16 per 
cent of the consumers in the several retail classifications 
prefer to trade at one store instead of another because of 
better salespeople in the one store than the other. 

A study which I made in 1948 indicates that more cus- 
tomers stop trading at stores be- 
cause of inefficient salesmanship 
than for any other single reason. 
Inefficient salesmanship is mani- 
fest in delay in store services, in- 
difference of salespeople, misrepre- 
sentation of merchandise, over-in- 
sistence and hautiness of sales- 
people, attempted substitution of 
goods, errors, tricky methods, and 
ignorance of merchandise. If the 
percentages of frequencies of these 
reasons are added together, the total figure far outweighs 
high prices and poor quality of goods, the other major 
causes for patrons withdrawing trade from stores. It must 
be recognized that management, deliverymen, and other 
store help must share on occasion for the defects listed 
above. But, when this allowance is made, inefficient sales- 
manship still plays a more important role than high prices 
or poor-quality goods as a cause for customers quitting 
stores. (See chart on page 2.) 


Harvard’s H. F. Lewis has also proved, in a study called 
“Lost Sales Opportunities in Retailing,” that salespeople 
lose many sales. Indeed, for every 100 transactions that 
were completed after the customer had shopped one store, 
there were 23 more completed only after the customer had 
shopped in two, three, four, or more stores. For every $100 
spent in the first and only store a customer shopped, an ad- 
ditional $47 was spent after the customer had shopped in 
at least two stores. These figures show genuine opportuni- 
ties for salespeople in retail institutions to increase sales. 


Merchants can help their salespeople to increase sales in 
five ways: (1) Retailers can open the way for salespeople 
to have more potential customers within certain stores. (2) 
Merchants can improve the store atmosphere so that cus- 
tomers will be more in the mood for buying from sales- 
people. (3) Retailers can permit their salespeople to use 
the telephone to sell goods. (4) Some merchants might per- 
mit their salespeople to make sales outside the store. (5) 
All retailers can train their salespeople in improved tech- 
niques for selling. Let us consider each of these methods 
to increase retail sales by salespeople. 


(Continued on page 2) 
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How Can Retail Salespeople 
Increase Store Sales? 


(Continued from page 1) 


Undoubtedly, many merchants have great opportunities 
to improve their advertising and window displays, and 
thereby make more potential customers available to their 
salespeople. I have heard statements of advertising experts 
that 70 per cent of all advertising misses the mark, rolls up 
in a loss. If this be true, more consumers could be drawn 
into stores by more appealing advertisements, by a better 
selection of advertising media, and by greater expenditures 
on advertising. 

My studies on the pulling power of window displays in 
department, women’s wear, men’s wear, grocery, and drug 
stores in Eugene, Oregon, show that the best window dis- 
plays on an average attracted 100 per cent more shoppers 
than the poorest. In other words, window displays that were 
built on more scientifically approved principles and that 
were changed more frequently attracted twice as many 
passersby as the !ess scientifically constructed constructed 
displays and the ones changed less frequently. One Oregon 
variety-store merchant reported to me that window dis- 
plays in variety stores were so ineffective that seventeen 
Oregon variety-store merchants threw out their window 
displays—and actually increased their sales. Beyond 
doubt, more consumers could be drawn into many retail 
establishments by better window displays. 

An improvement in the store atmosphere might likewise 
enable salespeople to increase their sales. Many stores have 
inadequate lighting. The lights are so glaring in some re- 
tail institutions that they drive out customers. I have been 
in some stores in this state, and in other states, in which 
the lights absolutely forced me out. The problem of store 
lighting is difficult, and one on which the last word has not 
been said. But better store lighting will undoubtedly help 
salespeople make more sales. 

A more pleasing office force and staff of adjusters in 
some stores would be of great aid to salespeople in making 
sales. I have twice toured the country investigating differ- 
ent phases of retailing. One of the most outstanding impres- 
sions made on me was the variation in courtesy and 
serviceability of office forces and adjusters. In some stores 
these employees were so sour that they would curdle milk 
straight from the cow. Probably, no salesperson could sell 
merchandise to a consumer who had had a recent experi- 
ence with such help. In other stores, the office force and ad- 
justers were so delightful that they practically placed cus- 
tomers in a buying mood for salespeople. Store employees 
should have an opportunity to see the motion picture on 
employees prepared by the Pacific Telephone and Tele- 
graph Company. More courtesy, more serviceability, and 
more retail sales should result. 
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Better assorted merchandise, attractively displayed with- 
in the store, also aids salespeople in making sales. Poor- 
assorted goods drive customers from store to store and even 
to out-of-town stores. Merchants should buy more wanted 
merchandise and display it attractively so that it will either 
sell itself or help salespeople to sell it. 


REASONS WHY CUSTOMERS QUIT TRADING AT STORES 
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High Prices 





Poor Quality Goods 


Delay in Store Services 





Indifferent Salespeople 





Misrepresentation of 
Merchandise 





Overinsistence of gales- 
people 





Haughtiness of Sales- 
people 


Store Arrangenent or 
Appearance 


Attempted gubstitution 
of Goods 


Errors 
Reluctance to Exchange 
Items 


Wrong Policies of 
Management 


Tricky Methods 


Ignorance of Goods 


Poor Advertising 


Additional Reasons 


All Types of Stores 
Men's Wear stores 
Shoe gtores 





Telephone selling will help many salespeople to increase 
sales. On many days, salespeople have plenty of idle time. 
Professor P. H. Nystrom of Columbia estimates that the 
average salesperson wastes about one-fourth of his time 
waiting for customers to appear. I know of three retail 
firms in Oregon that have increased sales by telephone sell- 
ing. Others could do likewise, for telephone selling has real 
merit. The late Dean N. A. Brisco of New York University 
has shown that telephone selling helps relieve traffic conges- 
tion, enables some customers to take advantage of special 
sales, enables others to buy directly when they might other- 
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wise have to delegate this function, and reduces selling 
costs. Telephone sales average 14 per cent larger than over- 
the-counter sales, cost 2 cents less per dollar, and are more 
steady during bad weather. 


Still another way by which some retail salespeople might 
increase sales is to try to make sales outside of the store. 
This method is particularly suited to some types of goods, 
such as high-unit-cost items, for example, rugs, sewing 
machines, radios, refrigerators, vacuum cleaners, washing 
machines, and even some kinds of furniture. Some retailers 
have increased their sales markedly by sending salesmen 
into the homes of consumers to sell such goods. 


Finally, retail salespeople can increase sales enormously 
by acquiring better selling techniques and using them 
wisely. That there is ample room for salespeople to improve 
their techniques is illustrated by various studies. Professor 
QO. P. Robinson of the University of Utah maintains that not 
more than one retail salesman out of four can wisely advise 
consumers in their buying. A survey made by the National 
Cash Register Co. indicates that some 63 per cent of retail 
salespeople are inefficient in one way or another. My shop- 
ping tests of thousands of salespeople, made over the last 
fifteen years, show no better results. Indeed, they indicate 
that 25 per cent of salespeople have unfavorable ap- 
proaches, 45 per cent have an inadequate knowledge of 
merchandise, 65 per cent cannot answer consumers’ objec- 
tions to buying effectively, 70 per cent cannot close sales 
effectively, and 60 per cent do not suggest the sale of addi- 
tional merchandise. 


The plain truth is, according to Professors N. A. Brisco, 
G. Griffith, and O. P. Robinson of New York University, 
that 90 per cent of the customers expect salespeople to sug- 
gest that they purchase other merchandise. Since custom- 
ers desire such help, how may salespeople provide it and 
increase their sales? I suggest the following: 


(1) Attempt to sell higher quality goods. It is justifiable, 
for “quality is remembered long after price has been for- 
gotten.” 


(2) Try to sell more of the same item. Frequently, in the 
long run, it saves time for both the customer and the sales- 
person. 


(3) Attempt to sell additional related articles. Many 
customers forget to include them on their shopping lists. 


(4) Try to sell additional new items. Many customers 
want to keep up to date. 


(5) Attempt to sell merchandise displayed in show win- 
dows. Window displays help salespeople sell merchandise, 
so salespeople should help the display man. 


(6) Try to sell goods that are being advertised. Advertis- 
ing is helping to create demand and salespeople should 
take advantage of its effects. 


(7) Attempt to sell additional goods on credit, when 
credit policy permits. Customers buy more merchandise on 
credit and with less resistance. 


(8) Call attention to a near-by interior display; the cus- 
tomer may buy the merchandise. 


(9) Take the customer to another department and let 
salespeople in that division try to sell him goods. Inter- 
departmental cooperation sells more merchandise. 
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(10) Keep merchandise on or near the cash register and 
attempt to sell it while making change. 


Are such devices socially justifiable? Yes, because they 
increase sales, lower operating costs, put more people to 
work, satisfy customers, and increase profits. 





Liquor Monopoly Big Source 
Of Oregon Revenues 


(Continued from page 1) 


Division handles business related to taxes on manufac- 
turers and importers. The sale of goods made through 
stores, agencies, and warehouses is directed by the Stores 
Division. The general enforcement of the act is delegated to 
a special Law Enforcement Division. The Wine Department 
and the Enology Laboratory are concerned with the estab- 
lishment of standards for locally produced and imported 
vinous spirits, as well as providing a general advisory serv- 
ice to Oregon vintners and wine producers. 


OREGON LIQUOR CONTROL COMMISSION EARINGS AND DISTRIBUTION 
TO OTHER FUNDS 
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Revenues received by the commission flow from a num- 
ber of sources. The actual sale of liquor and other alcoholic 
beverages provides the greatest single source of income. In 
the period from July 1, 1941 to June 30, 1947, the total net 
sales by stores, agencies, and warehouses was over $182 
million. Income from the privilege tax has increased until 
it has reached the seven-figure mark annually. During the 
two-year period ended in June 1947, the tax yielded net 
revenues of $2,109,000." 

Licenses provide another lucrative source of money. The 
commission issues three types of retail beer licenses, two 
types of package-store licenses, as well as licenses for clubs, 
railway dining cars, wholesale beer and wine dealers, dis- 
tilleries, bottlers, breweries, etc. More than $300,000 was 


1 Biennial Report of O.L.C.C., 1944-1946; Quarterly Financial 
Report, O.L.C.C., June 30, 1947. 
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received from the sales of licenses in the fiscal year ended 
June 1947, 

Revenue is also obtained from the sale of purchaser’s 
permits; more than 425,000 such permits were sold during 
the year ending June 1947.* 

As sales constitute the largest single item of revenue, so 
the cost of the goods sold makes up the largest item of ex- 
pense. In the biennium 1945-1947, this item totaled some- 
what over $63 million, leaving a gross margin from sales 
of about $20 million for the period. Salaries, wages, ware- 
house expense, administrative costs, etc. now total over 
$1.5 million annually.® 


TABLE I. TOTAL EARNINGS OF OREGON LIQUOR CONTROL COMMISSION 
AND DISTRIBUTION TO OTHER FUNDS* 


(thousands of dollars) 


T otal Unallocated 
Earningst Profits 


Public 
W elfaret 


Cities & 
Counties 
Inception to: 
June 30, 1936. a $ 862 
Fiscal year ending: 
June 30, 1937... , 121 2,326 137 
June 30, 1938 . 2,781 —21 2,671 436 
June 30, 1939 —_ wae eee 138 2,608 119 
June 30, 1940 ' .- oseo —110 3,370 123 
June 30, 1941. ——— 25) 3,523 129 
June 30, 1942 ee ae 1,057 3,934 152 
June 30, 1943 : 7,303 2,380 4,723 200 
June 30, 1944 .. 98,354 4,172 3,575 607 
June 30, 1945 (nit iiniitiaaditiay 2,069 5,800 673 
June 30, 1946. sdeiaiatail 10,394 179 9,536 678 
June 30, 1947 : . 10,772 5,359 4,845 573 
June 30, 1948_. . 10,650 130 10,000 520 


$80,711 $16,587 $59,931 $4,197 


$ 3,020 $ 150 





* Source: Quarterly and Biennial Reports of Oregon Liquor Control Commission 
1936-1948. 

*¥ Does not include earnings invested in fixed assets. 

t Includes public welfare, unemployment relief, tithing fund, etc. 

Disbursement of the net earnings derived from the opera- 

tion of the state liquor monopoly is provided for by several 
sections of the Liquor Control Act. The license fees col- 
lected by the commission are paid to the incorporated cities 
and towns of the state in which the places of business of the 
licensees are established. The fees of licensees doing busi- 
ness outside the corporate limits of cities are remitted to 
the counties. The cost of administering the licensing pro- 
visions of the Liquor Control Act is deducted before the 
disbursement of the funds so received.* Since July 1943 
over $1.5 million of such revenues have been returned to 
cities and counties. 


2 [bid. 
3 Ibid. 
4 Sec. 24-148, Liquor Control Laws and Regulations. 





The earnings of the commission have been used prin- 
cipally to support the welfare program of the state. This 
program, which provides for old-age assistance, child wel- 
fare, aid to the blind, aid to dependent children, and gen- 
eral assistance to the needy, is administered by the State 
Public Welfare Commission and the county courts. With 
the exception of stipulated reserves and miscellaneous costs 
of administration, the major proportion of the revenues 
from the liquor monopoly has flowed into the various 
phases of the state welfare program. Since the inception of 
the act, approximately $50 million has been disbursed for 
use in state welfare programs (see Table I). 


The significance of the monies that have gone from the 
Liquor Commission to the welfare program is apparent 
when one considers that state funds for use in the program 
have been derived only from liquor revenues and from the 
state’s portion of the receipts from the tax on amusement 
devices. The county portion is derived from the same 
sources, plus a tax on real property. In the decade ending 
June 30, 1947, an average of 42.6 per cent of the money 
spent each year in Oregon for the welfare program was 
from state sources and an average of 21.5 per cent was 
from the counties; the balance was supplied by the Federal 
government.” 

The specific allocation of so large a part of the profits of 
the commission to the public welfare program has resulted 
in suggestions for changes in the Liquor Control Act. The 
suggestions have come from many quarters, but of partic- 
ular interest are those made by the Oregon Tax Study Com- 
mission.® One of these suggestions was that the profits of 
the Liquor Control Commission flow directly into the state 
general fund. The 1949 Oregon Legislature adopted this 
recommendation; as a result, the state share of revenues 
of the commission now goes into the general fund and the 
welfare program must now draw on that fund for support. 
The liquor revenue is no longer “earmarked for public 
welfare.” 

A further suggestion has been to adopt a 10 per-cent 
sales tax on liquor sales, with the income to be treated as a 
miscellaneous receipt of the state, to be paid into the general 


fund. 





5 A Report of Public Welfare in Oregon for the Fiscal Year July 
I, 1946 to June 30, 1947, Oregon State Public Welfare Commission. 
6 Report of Oregon Tax Study Commission, Dec. 9, 1946. 





CURRENT BUSINESS TRENDS IN OREGON 


BANK DEBITS 


Bank debits represent the dollar value of the checks drawn against individual deposits. Approximately 90 per cent of all goods, property, and services is paid for by 
check. Bank debits are regarded as indicators of the general trend of business, though their value for this purpose may be impaired by substantial changes in the level of 
prices. The Bureau of Business Research collects bank debits from 117 banks and branches monthly. On occasion, the totals for the same month in different issues of 
the Review are not directly comparable because of necessary adjustments in basic data. 


Number 
of Banks Debits 
Reporting June 1949 


100 $911,018,951 
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Debits 


June 1949 compared with 
June 1948 


Marketing Districts May 1949 June 1948 
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Portland (Portland, Hillsboro, Oregon City, etc.) aE Ob ee 
Lower Willamette Valley (Salem, McMinnville, etc.) >_>» 
Upper Willamette Valley (Albany, Corvallis, Eugene, etc.) 
North Oregon Coast (Astoria, Tillamook, etc.) 
PE SL ere etniilieinans 
Southern Oregon (Ashland, Medford, Grants Pass) ==>» >>> > 
Upper Columbia River (The Dalles, Hood River, etc.) 
ES ESIC OTE ee Oe ak CRD 
Central Oregon (Bend, Prineville, Redmond) 
Klamath Falls, Lakeview area —.. 
Baker, La Grande area 

Burns, Ontario, Nyssa 
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29 
12 
13 


COr FP Aanaunun 


560,560,333 
78,379,974 
89,220,104 
20,666,984 
26,643,310 
35,149,898 
16,320,120 
18,984,841 
16,597,470 
23,564,615 
15,977,363 

8,953,939 


$859,209,713 


528,606,561 
72,627,430 
84,021,134 
18,538,492 
24,824,347 
36,174,826 
14,645,799 
18,553,796 
15,626,859 
22,265,508 
15,937,191 

7,387,770 


$893 084,315 


536,735,684 
67,643,448 
98,070,735 
24,611,130 
28,593,260 
38,446,178 
14,212,105 
15,528,967 
16,128,358 
26,579,923 
17,008,382 

9,526,145 


+ 6.02% 
+ 6.04 
+ 7.92 
+ 6.18 
+11.48 
+ 7.33 
— 2.83 
+11.43 
+ 2.32 
+ 6.21 
+ 5.83 
+ 0.25 
+21.20 


+ 2.01% 
+ 4.43 
+-15.87 
— 9.02 
—16.03 
— 6.82 
— 8.57 
+14.83 
+22.25 
+ 2.91 
—11.34 
— 6.06 
— 6.01 
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